Brana, Michael

- From: McKee, Carey K [cmckee@kpmg.com]
Sent: Tuesday, August 04, 2009 12:16 PM
To: singleaudits
Subject: LA County MTA 6/30/08 Single Audit
Attachments: SCO Letter.pdf; A133-FY07 pdf
Follow Up Flag: Follow up
Flag Status: Flagged

I'm following-up in response to a letter issued by the SCO regarding the 6/30/08 single audit of Los Angeles County
Metropolitan Transportation Authority (attached). The letter indicated two exceptions in the audit package where it
requested additional information/corrective action. These items were in regards to a schedule of prior year audit findings
and the identification of question costs for one of the findings. The additional information requested is indicated below:

1. There were no findings included in the 6/30/07 audit report, therefore there was no schedule of prior audit findings
required per OMB circular A-133. I've attached a copy of the 6/30/07 report for your reference.

2. The finding 2008-06 identified some differences in the supporting documentation for amounts reported for its DBE
vendors. Since LACMTA is not reimbursed based on these amounts reported in the DBE report, any over/under reporting
of amounts should not have a direct impact the amount of funds that are reimbursed by DOT and there would not be any
direct question costs associated. However, since the LACMTA had some specified goals to achieve for its DBE
participation, there might be some sort of monetary sanction assessed by DOT for not achieving these goals, however, if
these potential sanctions were assessed any monetary impact would not be quantifiable by the auditor. We therefore
indicated the questioned costs as "undetermined” to leave the door open for the DOT. It was not meant to indicate that
any test work was not completed. The use of this term had been acceptable term for our previous reports issued directly
to the Federal funding agency, but if its use is causing any confusion we can reassess its use for future reports.

This specific audit very recently underwent a quality control review from the DOT OIG and the report was deemed
acceptable to DOT as the Cognizant Agency. Please let me know if you have any additional questions or if there is
anything else requested to close out this report.

Thanks for your assistance.

<<8CO Letter.pdf>> <<A133-FYO7.pdf>>

Crey Meke

Senior Manager

KPMG LLP

355 South Grand Avenue, Suite 2000
L.os Angeles, CA 90071-1568

Phone: (213) 817-3269

Fax: (213) 955-8858

E-fax: (213) 652-0828
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v The information in this email is confidential and may be legally privileged.
It is intended solely for the addressee. Access to this email by anyone else is
unauthorized. If you are not the intended recipient, any disclosure, copying,
distribution or any action taken or omitted to be taken in reliance on it, is
prohibited and may be unlawful. When addressed to our clients any opinions or
advice contained in this email are subject to the terms and conditions

expressed in the governing KPMG client engagement letter.
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PricewaterhouseCaopers LLP
350 South Grand Avenue
L.os Angeles CA 90071

| Telephone {213)-356 6000

| Eacsimiile (813) 637 4444

Report of iIndependent Auditors on internal Control Over
Financial Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed In Accordance With
Government Auditing Standards

Board of Directors
Los Angeles County Metropolitan Transportation Authority
Los Angeles, California

We have audited the financial statements of the Los Angsles County Metropolitan Transportation
Authority ("Metro™) as of and for the year ended June 30, 2007, and have issued our report thereon
dated November 28, 2007. We conducted our audit in accordance with auditing standards generaily
accepted in the United States of America and the standards applicable o financial audits contained in
Govemment Auditing Standards, issued by the Comptrofler General of the United States.

Internal Control Over Financial Reporting .

In planining and performing our audit, we considered Metro’s internal control over financial reporting as
a basis for dasigning our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Metro's
internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Metro’s internal control over financial reporting.

A control deficiency exists when the design or operation of a controf does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or détect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
sontrol deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity's financial statements that is
more than inconsequential will not be preverited or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results
it more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significarit deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Meteo’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracls and grant agreements, noncompiiance with which could have a direct and
material effect on the determination of financial staternent amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance that are
required to be reported under Govemment Auditing Standards.

This report is intended solely for the information and use of Metro’s Board of Directors, management,

and federal awarding agencies, and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

MW@WLLP

November 28, 2007
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! PricewaterhouseCoopers LLP
350 South Grand Avenue

l.os Angelas CA 90071
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Facsimile (813) 837 4444

Report of Independent Auditors on Compliance with Requirements
Applicablé to Each Major Program and on Internal Control Over Compliance
in Accordance With OMB Circular A-133

Board of Directors
Los Angeles County Metropolitan Transportation Authority
Los Angeles, California

Compliance
We have audited the compliance of the Los Angeles County Metropolitan Transportation Authority

{(*Metro™) with the types of compliance requirements described in the U.S. Office of Management and
Budget ("OMB”) Circular A-133 Compliance Supplement that are applicable fo each of its major
federal programs for the year ended June 30, 2007. Metro's major federal programs are identified in
the summary of auditor's results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to each
of ity major federal programs is the responsibility of Metro's management. Our responsibility is to
express an opinion on Metro’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financiat audits contained in Government
Auditing Standards, issued by the Comptrofler General of the United States; and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit 1o obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have a
direct and material effect on a major federal program occurred. An audit includes examining, on a test
basis, evidence about Metro's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Qur audit does not provide a legal determination of Metro's
compliance with those requirements.

In our opinion, Metro complied, in all material respects, with the requirements referred to above that
are applicable to each of its major tederal programs for thie year ended June 30, 2007.

Internal Control Over Compliance

The management of Metro is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered Metro’s internal control over
compliance with the requiremenis that could have a direct and material effect on a major federal
program in order to determine cur auditing procedures for the purpose of expressing our opinion on
compliance, but not for the purpose of expressing an opinion oh the effectiveness of internal-control
over compliance. Accordingly we do not express an opinion on the effectiveness of Metro's internal
controf over compliance.
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A control deficiency in an entity's internal control over compliance exists when the design or operation
of a control does not allow managernert or employees, in the normal course of performing their
assigned functions, lo. prevent or detect noncompliance with a type of compliance requirement of a
federal program on a tirnely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to administer a federal program such that
there is more than a remote likelihood that noncompliance with a type of compliance requirement of a
federal program that is more than inconsequential will not be prevented or detected by the entity's
internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that resuits
in more thah a remote likelihood that material noncompliance with a type of compliance requirement of
a federal program will not be prevented or detected by the entity’s internal control.

Qur consideration of the internal control over compliance was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses, as defined above.

Schedule of Expenditures of Federal, State and Local Awards

We have audited the financial statements of the governmerital activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of Metro as of and for the year ended June 30, 2007, and have issued our report
thereon dated November 28, 2007. Our audit was performed for the purpose of forming opinions on
the financial statements that collectively comprise Metro's basic financial statemnents, The
accompanying schedule of expenditures of federal, state, and local awards is presented for purposes
of additional analysis as required by OMB Circular A-133 and is not a required part of the basic
financial statefments. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated, in aft material respects, in
relation to the basic financial statements 1aken as a whole.

This reportis intended solely for the information and use of the Metro's Board of Directors,

managernent, federal awarding agencies, and pass-through entities and is not intended to be and
should not be used by anyoneg other than the specified parties.

Prirewniitovorlogpeo LLFP

February 20, 2008
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Los Angeles County

Metropolitan Transportation Authority
Notes to the Schedule of Expenditures of Federal, State and Local Awards

Fiscal Year Ended June 30, 2007

1. General

The accompanying Schedule of Expenditures of Federal, State and Local Awards (the
“Schedule”) presents the activity of all expenditures of federal award programs of the Los Angeles
County Metropolitan Transportation Authority (“Metro”). Metro’s reporting entity is defined in

Note 1 in Metro’s basic financial statements. All federal awards received directly from federal
agencies, as well as federal awards passed through other government agencies, are included in
the Schedule. The Schedule also includes state and local grants that participate inthe federal
awards.

2, Basis of Presentation

The Schedule includes the federal grant activity of Metro. The information in this Scheduls is
presented in accordanice with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, same amounis presented in this
Schedule may differ from amounts presented in, or used in the preparation of, Metro’s audited
financial statements.

3. State and Local Funds Reimbursement

Metro utifizes state and local funds when federal funds are not received in a timely manner. Upon
receipt of federal funds, Metro reimburses state and local funds that were utilized for expenditures
for federal programs. Reimbursements arg shown as credit balances in the Schedule.

4, Federal Financial Assistance

Pursuant to the Single Audit Act and the U.8. Office of Management and Budget (*OMB”} Cireular
A-133 Compliance Supplement, the federal financial assistance is defined as assistance provided
by a federal agency, either directly or indirectly, in the form of grants, contracts, cooperative
agreements, loans, loan guarantees, property, interest subsidies, insurance or direct
appropriations, Accordingly, nonmonetary federal assistance is included in federal financial
assistance and, therefore, is reported on the Schedule, if applicable. Federal financial assistance
does not include direct federal cash assistance to individuais. Sclicited contracts between the
state and federal government for which the federal governiment procures tangible goods or
services are not considered to be federal financial assistance.

5. Major Programs

The Single Audit Act and OMB Circular A-133 establish criteria to be used in defining major
federal financial assistance programs. Major programs for Metro are those programs selected for
testing by the auditor using a risk assessment model, as well as gerfain minirmum expenditure
requirements, as outlined in OMB Circular A-133, Programs with similar requirements may be
grouped info a cluster for testing purposes.

6, Audits Performed by Other Organizations

There were no audits performed by other organizations of Metro's federal grant program in fiscal
year 2007.
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Los Angeles County

Metropolitan Transportation Authority
Schedule of Findings and Questioned Costs
Fiscal Year Ended June 30, 2007

Section | - Summary of Auditors’ Resuits

Financial Staternents
Type of auditors' report issued: Unqualified
Internal control over financial reporting:
Material weakness(es) identified? Yes X _No
Significant deficiency(ies) identified that are not
considered {o be material weakness{es)? Yes X None reported
Noncompliance material to financial statements noted? Yes X No
Federal Awards
Internal control over major programs:
Material weakness{es) identified? Yes X No
Signiticant deficiency(ies) identified that are not
considered to be material weakness{es)? Yas X None reported

Type of auditors’ report issued on compliance for
major programs: Ungualified

Any audit findings disclosed that are required to be
reported in accordance with Section 510(a)
of Circular A-1337? Yes X No

Identification of majot programs

CFDA Number Name of Federal Program or Cluster
20.500 Federal Transit — Capital Investment Grants
20.807 Federal Transit — Formula Grants
97.008 Urban Areas Securities Inifiative

Dollar threshold used to distinguish between Type A
and Type B programs: $ 3,000,000

Audites qualified as low-risk auditea? X Yes No

Section Il ~ Financial Statement Findings

No financial statement findings were reported.
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LLos Angeles County

Metropolitan Transportation Authority

Schedule of Findings and Questioned Costs (Continued)
Fiscal Year Ended June 30, 2007

Section Il — Federal Award Findings and Questioned Costs

No current year findings were noted,

Section IV — Schedule of Prior Year Findings and Disposition

No prior yeat findings were reported.
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